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OTC MARKETS GROUP INC.

(OTCQX: OTCM)

New York—based OTC Markets Group Inc. operates regulated markets for trading more
than 12,000 U.S. and international securities. It has three business lines: OTC Link, which
operates Securities and Exchange Commission—regulated (SEC-regulated) alternative
trading systems, providing trading services to broker-dealer subscribers including quo-
tation, messaging, and trade execution and reporting services; Market Data Licensing,
which provides actionable market and compliance data for a wide spectrum of securities
via licenses to subscribers; and Corporate Services, which operates the OTCQX®/OTC-
QB®/OTCID™ markets and provides services to client companies designed to promote
public disclosures, transparency, and communications with investors.

COMPANY HIGHLIGHTS

* Diversified and Complementary Product Mix: In our view, OTCM has built
a robust suite of complementary, technology-driven products and services that
impact a wide array of stakeholders across the financial markets value chain.
The company serves broker-dealers, investors, traders, financial institutions,
companies, accountants, regulators, and advisors.

* New Products to Support Platform Growth: We are encouraged by OTCM’s
introduction of new products and services that we expect to enhance value to its
clients. Notably, OTCM has begun to roll out overnight trading capabilities for
exchange-traded and global OTC securities and, most recently, launched a new
classification, OTCID, for engaged companies that meet minimal standards for
current information and management certifications but do not meet the standards
for OTCQX or OTCQB.

* Strong Subscription-Based Renewal Rates: Importantly, much of OTCM’s
revenue is derived from subscriptions, and has accounted for more than 80% of
gross revenues in recent years; however, the revenue mix can fluctuate based on
transaction volumes conducted over its trading platforms. Historically, among
eligible companies, renewals for the OTCQX and OTCQB markets have seen
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Key Stock Statistics

Recent price (8/18/25) $54.00
Fair Value Estimate $60.00
52 week high/low $60.50 / $44.20
Shares outstanding (M) 12.0
Market cap (M) $648.0
Dividend $0.72
Yield 1.3%

Sector Overview

Sector Financial
Sector % of S&P 500 13.8%

Financials ($M, as of 6/30/25)

Cash/Equivalents/ST Inv 417
Debt NA
Working Capital ($M) 15.4
Current Ratio 1.4
Total Debt/Equity (%) NA
Payout Ratio (%) 31%
Gross Revenue (M) TTM 116.8
Net Income (M) TTM 28.0
Net Margin TTM 24.0%
Risk

Beta 0.47
Inst. ownership 9%
Valuation

P/E forward EPS (2025) 22.0
Price/Sales (TTM) 5.5
Price/Book 18.8
Top Holders

T. Rowe Price Group, Inc.
ODIN Forvaltning AS
Horizon Kinetics Asset Management

Management

President/CEO Mr. Cromwell Coulson
CFO Ms. Antonia Georgieva
General Counsel/COS Mr. Daniel Zinn
Company website https://www.otcmarkets.com
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retention rates above 90%, which we think mitigates some of the
cyclical volatility across various financial market conditions and
provides a floor for its operational results during challenging
market conditions.

* Robust Cash Generation and Investor Returns: We view
positively OTCM’s history of strong cash flow generation,
which has supported a shareholder-friendly strategy of returning
capital to investors through regular and special dividends and
share repurchases. Since the beginning of 2021, the company
has returned more than $100 million through these two actions,
including special dividends of $1.50 per share in each of the
past four years. Including these special dividends, the total
dividend yield is approximately 4.1%.

* Fair Value: OTCM shares currently trade at a discount to
the peer group of financial equity exchange operators and
data providers, which we attribute to a more modest revenue
growth profile over the past few years, amid challenging market
activity. However, we see the company’s strong balance sheet
and history of returning capital to its shareholders as long-term
value drivers. Based on our forward P/E analysis, we see a fair
value of $60 per share.

COMPANY/INDUSTRY BACKGROUND

OTC Markets Group Inc., through its predecessor entities, was
founded in 1904 and operates regulated markets for trading
more than 12,000 U.S. and international securities. The com-
pany has evolved from a traditional bulletin board known for
publishing price quotations on a specific group of equities into a
technology-focused provider of a robust suite of predominantly
subscription-driven, complementary solutions that seek to create
better-informed and more-efficient markets through the sharing of
information widely through open networks that foster transparency,
connect broker-dealers, organize markets, and inform investors.

In our view, OTCM has built a robust suite of complemen-
tary, technology-driven products and services that impact a wide
array of stakeholders across the financial markets value chain.
The company serves broker-dealers, investors, traders, financial
institutions, companies, accountants, regulators, and advisors.

Importantly, OTC Markets’ primary trading platform facili-
tates a broker-dealer network, rather than operating a centralized
matching engine, and, thus, has inherent differences to exchanges,
including those related to regulation and liquidity among traded
issues.

Its operating segments are organized into three divisions:
OTC Link (trading services), Market Data Licensing, and Cor-
porate Services (OTCQX, OTCQB, and other services). In 2024,
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these groups accounted for 20%, 39%, and 41% of gross revenues,
respectively. We see the diversification of OTC Markets Group’s
units supporting its total revenue profile under various market
conditions.

For example, in 2021, OTC Link drove first-half results
due to higher trading volumes and retail investor participation in
over-the-counter equity markets, while Corporate Services drove
second-half results upon the implementation of amendments to
SEC Rule 15¢2-11 that led many subscribing companies to update
their disclosures in order to maintain public broker-dealer quota-
tions on their securities. As trading volumes moderated in 2022,
Corporate Services continued to benefit from strong market and
disclosure subscriptions. In 2023, Market Data Licensing drove
revenue growth, supported by acquisitions and professional sub-
scriber growth.

The OTC Link business began as a bulletin board for the
publication of quotations on securities and historically operated
only as a subscription-based system that later registered an alter-
native trading system (ATS), OTC Link ATS, where attributable
quotes are displayed and messages delivered, enabling direct
trades between dealers. In 2018, OTC Link launched its electronic
communication network (ECN) named OTC Link ECN, an anon-
ymous order-matching engine and order router, functioning as the
executing party on an agency basis, thus facilitating the matching
of buy and sell orders. Under this product, OTC Markets Group
receives a fee from, or pays a rebate to, broker-dealer subscribers
based on per share executions, depending upon whether orders
provide or remove liquidity.

As of June 30, 2025, there were 78 broker-dealer subscribers
on OTC Link ATS, compared with 80 at the same point in 2024,
while OTC Link ECN had 113, down from 114 at the same point
in 2024. In aggregate, OTC Link had 137 unique subscribers as
of June 30, 2025, compared with 140 a year earlier. The total
number of securities quoted by broker-dealers on OTC Link ATS
was 12,315 as of June 30, 2025, compared to 12,372 securities at
the same point in 2024.

Transaction revenues drive a higher percentage of OTC Link
revenues than its stable license base. However, the revenue mix
fluctuates based on transaction volumes conducted over OTC Mar-
kets Group’s trading platforms. OTC Link has contributed around
20% of gross revenue since 2021, which saw higher trading vol-
umes and average daily transactions executed through OTC Link
ECN (48,000 transactions per day). Between 2022 and 2024, these
levels moderated to the 30,000-38,000 daily transactions range,
amid lower retail participation in the market, but trended towards

(continued on next page)

PEER COMPARISON

Recent 52-Week 52-Week Mkt. Cap 1-yr Price 1-yr Rev 1YREPS
Company Ticker Price ($) High ($) Low ($) ($MIL) Change (%) Growth (%)  Growth (%) P/E Ratio Beta Yield
OTC MARKETS GROUP INC OTCQX: OTCM 54.00 60.50 44.20 648 16 1 NM 23.9 0.47 1.3%
INTERCONTINENTAL EXCHANGE INC NYSE: ICE 177.94 189.35 142,29 101857 14 16 14 37.2 1.12 1.1%
NASDAQ INC NASDAQ: NDAQ 94.34 97.63 64.84 54132 35 22 NM 48.9 1.01 1.1%
LONDON STOCK EXCHANGE GROUP PLC LSE: LSEG 92.38* 121.85* 90.50* 48502 -8 6 NM 62.8 0.39 1.4%
*Stock Statistics in British Pound (GBP)
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the high end of this range across 2024. To date in 2025, average
trading volumes accelerated sharply, with 56,000 and 63,000 daily
transactions in 1Q and 2Q, respectively. In 2Q25, OTC Link ECN/
NQB revenues increased 40% year over year. Total dollar volume
traded in OTCQX/OTCQB/Pink securities increased by 27% in
2024, after two years of declines, and rose 57% and 45% in 1Q25
and 2Q25, respectively.

As OTC Link’s trading systems reached critical mass by
expanding its market presence and the level of market and trad-
ing data conducted over its platform, OTCM built a separate and
higher-margin business unit around the selling of relevant market
data generated by its platform to subscribers.

OTC Markets’ Market Data Licensing unit packages data
on a subscription basis to both professional and retail investors,
with higher pricing rates to the former. This data can be priced per
enterprise or per user and can be used internally or redistributed to
third parties. In 2024, Market Data Licensing accounted for 39%
of gross revenues, consistent with 2023 and up from 35% in 2022.

In 2Q25, Market Data Licensing saw 1% growth in the pro-
fessional subscriber base. Price increases taken at the beginning
of the year drove revenue growth from this group of 28% year
over year. Among nonprofessional users, there was a 31% decline
in revenues, as the number of nonprofessional users declined by
21% due to internal policies at one of OTCM’s retail-focused
broker-dealers.

Corporate Services accounted for 41% of gross revenues in
2024, down from 43% and 45% in 2023 and 2022, respectively.
This unit is built upon the foundation of allowing companies to
demonstrate their compliance with securities laws and helping
investors to better assess the level of risk exposure. To support this
goal, OTCM has tiered the securities of the companies quoted on
its system, based primarily on the adequacy and timeliness of dis-
closures, financial criteria, and adherence to governance standards.

Its OTCQX Best Market and OTCQB Venture Market des-
ignations provide access to public trading in the U.S. at a more
cost-effective price (as of January 2025, effective annual fees were
$26,100 for OTCQX and $16,020 for OTCQB), compared with a
listing on a registered national securities exchange such as Nasdaq,
which can cost more than $100,000 annually.

To secure an OTCQX designation, companies must meet
high financial standards, have recognized corporate governance
standards, and provide timely public disclosures. The OTCQB
designation provides a public trading facility for more-nascent
companies while still meeting standards promoting price transpar-
ency and public disclosure, including audited financial statements,
to investors.

In July 2025, OTCM launched a new classification, OTCID,
for engaged companies, many of which previously held Pink Cur-
rent or Pink Limited designations. These companies meet minimal
standards for current information and management certifications
but do not qualify for OTCQX or OTCQB. We see this new desig-
nation better enabling differentiation from Pink companies, which
previously included engaged companies as well as those with
limited to no interaction with investors. In aggregate, companies
in the Pink (Current and Limited subcategories) markets com-
prised approximately 85% of quoted securities over OTC Markets’
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platform. We expect OTCID to provide an incremental revenue
opportunity to OTCM, while Pink Limited Market securities can
still be traded by broker-dealers and identified with caution to
investors over the lack of engagement.

In our view, the enhanced member roster of global compa-
nies has contributed to an improved perception among investors
of a more technology-focused company and marketplace for
higher-quality companies, as, historically, the company had been
viewed as the “pink sheets” and a more speculative company
marketplace.

INVESTMENT THESIS

We believe a key driver of OTC Market Group’s value proposi-
tion is its predominantly subscription-based revenue structure,
accounting for more than 80% of gross revenues in recent years,
which we think limits volatility, promotes stable cash flow gener-
ation, and provides a floor to operating results during periods of
macroeconomic volatility. In 2024, subscriptions accounted for
83% of gross revenues, compared with 85% in 2023 and 82% in
2022. In 1H25, subscriptions accounted for 81% of gross revenues,
and transaction-based revenues were 19% due to a higher level of
average daily transactions over OTC Link platforms.

We see OTCM utilizing technology to invest in new product
offerings through which it can build scale, drive operational effi-
ciencies and align operating costs with revenues while providing
value to its clients. In recent years, the company has significantly
enhanced functionality within its trading systems, including the
ECN platform that was launched in 2018. The company has auto-
mated many technology processes to leverage human capital and
scale its sales functions into other high-growth areas. Recently, it
realigned its corporate sales team to better support enrollment and
reach among current and potential corporate issuers in key North
American, European, and Asian markets.

Although OTC Link’s total addressable market growth in
terms of number of subscribers is limited, as the platform is already
utilized by the market’s most-active broker-dealers, we see OTCM
continuing to invest in the platform to expand market share, such
as through new trading systems including OTC Link NQB, which
was launched late in 2021 and operates in the same way as OTC
Link ECN but with full disclosure, rather than anonymity, and
allows distribution of the full depth of book data. More recently,
OTCM added closing cross-functionality on its matching engine,
enabling subscribers to send auction-eligible orders and have this
closing auction data included in the OTC Link NQB market data
feed, matching functionality available in other markets.

To capitalize on the globalization of equity markets, as Amer-
ican depositary receipts and ordinary shares of non-U.S. companies
comprise nearly 85% of dollar volume across OTCM’s markets,
OTC Markets Group launched OTC Overnight in September 2024
for a select group of its most active securities. This new tool can
allow subscribing broker-dealers to trade thousands of OTC equity
securities over OTC Link NQB Sunday through Thursday from
8:00 p.m. to 4:00 a.m. Eastern time, spanning overnight in the U.S.,
Asian market hours, and the opening of European markets. This
new feature will use existing technology and client infrastructure
to enhance the scale of OTC Link.
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We think this will be attractive to foreign companies that look
to enhance trading activity by investors during their local market
hours. In November 2024, OTC Link launched its MOON ATS™
for overnight trading of National Market System (NMS) securities,
making OTC Markets Group one of the first ATS operators offering
broker-dealer subscribers the ability to trade both OTC equity and
exchange-listed NMS securities overnight.

In our view, OTCM’s growth strategy is increasingly focused
on financial data, including data captured across its own user base,
which can represent a value-add to its professional investor base
and provide opportunities for product cross-selling.

In its Market Data Licensing unit, the number of professional
users has declined modestly from a peak over 29,000 in 2023, but
segment revenues have been supported by price increases. Rev-
enues from professional users declined by 1% in 2024 but rose
28% in 2Q25, from price increases taken at the start of 2025, as
mentioned earlier. Among nonprofessional users, the number of
subscribers has been more volatile, with a 12% increase in 2024
but contraction to date in 2025, with its impact mitigated by sub-
scription rate increases.

As of June 30, 2025, OTC Markets Group had 56 subscrip-
tions to its Compliance Data or Compliance Analytics products
and 26 subscriptions to its Blue Sky data product. The subscription
numbers have stayed largely consistent in recent years. At the end
of 2024, it had 67 market data redistributors disseminating its
market data to subscribers, compared to 64 at year-end 2023.

Over the past few years, OTCM has acquired products that
are complementary to its core offerings. In May 2022, it pur-
chased the assets of Blue Sky Data, a provider of equity and debt
state-law compliance data. This product enables OTC Markets to
provide broker-dealer subscribers and public companies a better
understanding of relevant state-level “Blue Sky” laws that govern
whether a broker-dealer can recommend a security, often based
on the company’s public disclosures. OTC Markets is pursuing
recognition in all 50 U.S. states and four territory jurisdictions.
As of August 2025, 40 states and Puerto Rico have recognized its
OTCQX market, with 38 states recognizing the OTCQB market.

In November 2022, OTCM acquired the EDGAR Online
business, which provides SEC data and compliance tools, from
Donnelley Financial LLC for a total consideration of $3.5 million,
subject to certain adjustments. Although we expect full im-
plementation to take several years and require capital investment
to bring it to cash-flow-positive status, the technology platform has
been successfully migrated to OTC Markets’ cloud environment,
and the data is embedded into OTC Markets’ issuer compliance
and disclosure digitalization and SEC Rule 15¢2-11 disclosure
processes.

Over the longer term, we expect the EDGAR business, which
has seen its subscriber base contract to 446 from approximately
500 at the time of the acquisition, to support an expansion of the
Market Data Licensing product offering.

As mentioned earlier, we see the OTC Overnight global trad-
ing capabilities enhancing the attractiveness of OTCM’s Corporate
Services unit and its goal to increase the number of securities, asset
classes, and trading functionality on its markets. In our view, these
capabilities can support the number of companies on OTCQX/
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OTCQB, which has been soft recently due to an increase in the
number of companies falling out of compliance, amid challeng-
ing global equity markets and higher interest rates. Still, we view
foreign issuers having the ability to leverage home disclosures and
access to U.S. retail investors supporting expansion.

We view positively strong retention rates among companies in
compliance with the respective markets’ rules and standards (93%
for 2024, after several years in the 95%-96% range for OTCQX
and, historically, more than 90% for OTCQB companies). We are
encouraged by the January 2025 retention rate of 96%. Further,
we view positively that OTC Markets has maintained pricing
power over these services, despite volatility across the market
and a challenging capital-raising environment for many small-cap
companies over the past few years.

We see OTCQX/OTCQB trends firming, despite these chal-
lenges. As of June 30, 2025, the number of OTCQX clients was
556, down from 569 clients at the same point in 2024 and 600 at
the end of 2023. However, this figure did increase from 548 at the
end of the prior quarter, which we see signaling a firming trend.
Similarly, the 1,073 OTCQB companies at June 30, 2025, was
below 1,085 in the year-ago period but up sequentially from 1,051.
While OTCQB companies have declined since peaking in 2022,
they remain well above 2020 year-end levels near 900. To date in
2025, renewal rates for OTCQB compliant companies were above
90%, consistent with historical levels.

We note an improvement in international issuers joining
OTCQX/OTCQB. In 2Q25, 73 new international companies (25
for OTCQX/48 for OTCQB) joined, compared with 45 in the pri-
or-year quarter (12 for OTCQX/33 for OTCQB), which we attribute
to upgrades from Pink categories ahead of the launch of OTCID as
well as the removal of sponsor requirements for companies to join,
which improved the efficiency of application processing. Overall,
OTCM has cited the international client base as generating over
80% of overall dollar volumes. As of the end of 2024, roughly
one-third of OTCQX companies were U.S. companies, and the
rest were international. Among OTCQB companies, more than
70% were international.

Over the longer term, we believe the December 2022 pas-
sage of The Employee Stock Ownership Plan (ESOP) Fairness
Act — a part of the Biden administration’s SECURE 2.0 Act —
will enhance the attractiveness of the OTCQX offering. This law
includes a provision, which becomes effective in 2028, that places
qualified OTC-traded companies that meet established financial and
disclosure standards, such as those with OTCQX designation, on
par with exchange-listed companies, enabling them to fully access
public company ESOP benefits.

RECENT DEVELOPMENTS
OTC Markets Group shares trade under the ticker symbol “OTCM”
and have OTCQX designation. To date in 2025, the shares have
increased by 5%, compared with a 10% advance for the S&P 500.
In August 2025, OTCM reported 2Q25 results, which saw
11% gross revenue growth to $30.5 million and diluted EPS of
$0.60, compared with $0.56 in the year-ago period. OTC Link
revenues increased by 19%, supported by higher daily transactions
and share volumes traded, accounting for 21% of gross revenues.
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Market Data Licensing revenues (40% of the total) increased
by 14%. Corporate Services revenues (39% of total revenues)
increased by 3%, reversing a recent trend.

In July 2025, OTCM formally launched the new OTCID

market to replace the legacy Pink Current market. OTCID provides
a basic reporting market for engaged companies that are current in
their ongoing disclosure and have management certifications and
timely share data as part of their U.S. investor interactions but do
not meet the standards for OTCQX/OTCQB.
In November 2024, OTC Markets Group launched MOON ATS,
which offers access to NMS securities listed on major exchanges
during the overnight session. As a result, OTC Markets Group is
the first ATS operator offering broker-dealer subscribers the abil-
ity to trade both OTC equity and exchange-listed NMS securities
overnight.

In September 2024, OTC Markets launched OTC Overnight,
anew offering that expands accessibility and market data coverage
and trading, initially for a select group of OTC equity securities
during Asian market hours, at European market open, and overnight
in the U.S. between Sunday and Thursday.

EARNINGS & GROWTH ANALYSIS

We forecast that OTCM will post gross revenues of $122.4 million
for 2025 and $126 million for 2026, which would represent growth
of 10% and 3%, respectively.

We see near-term revenue growth supported by increases in
OTC Link transaction-based revenues, as market volatility drives
enhanced retail participation in global equity markets, as well as
by new product launches. For 2025 and 2026, we expect transac-
tion-based expenses offsetting more than 7% of gross revenues,
up from 6% and 5% in 2024 and 2023, respectively.

We see OTCM managing its Market Data Licensing subscrib-
er base and continuing to invest in its technology to support future
growth while raising its prices over time to reflect the enhanced
value of the product suite. For Corporate Services, we anticipate
OTCQX/OTCQB client add trends to begin to stabilize, as interest
rates gradually decline, thus improving the financing environment
for many public companies. We also see recent investments made
to align the sales team regionally supporting enhanced company
relationships.

For 2025, we forecast operating profit margins around 30%,
roughly consistent with 2024 levels, and 31% in 2026. We see
OTCM effectively managing its corporate head count and cost
structure, noting that compensation and benefits are the largest
operating expense line items, accounting for more than 60% of its
operating expenses. Over the last two years, operating expenses
have included some nonrecurring items, including for IT infra-
structure, regulatory settlement accrual expenses, and professional
fees. As such, we expect operating margins to begin to trend back
toward 2022 levels around 36% over the next few years.

We project EPS of $2.46 and $2.64 for 2025 and 2026,
respectively. With around 12 million shares outstanding and a
share repurchase program in place, we see inherent long-term EPS
leverage for OTCM, as revenues return to a growth trajectory. That
said, we note that its small changes in operating expenses can also
have large impacts on margins and EPS.
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FINANCIAL STRENGTH & DIVIDENDS

Our financial strength rating for OTC Markets Group is High. As
of June 30, 2025, the company had $41.7 million in cash, equiv-
alents, and short-term investments, compared with $39.0 million
at the end of 2024.

As of June 30, 2025, working capital surplus was $15.4
million (current ratio of 1.4), reflecting $53.7 million in current
assets and $38.3 million in current liabilities. OTC Markets Group
had shareholders’ equity of $44.9 million as of June 30, 2025.

In August 2024, OTC Markets Group paid $1.2 million in a
settlement with the SEC related to its processes in filing suspicious
activity reports. The company has upgraded these policies as part
of market integrity programs already in place. This also contrib-
uted to a transient increase in operating expenses due to higher
professional fees.

In our view, the company’s solid financial footing is support-
ed by its established history of positive operating cash flow and
returning capital to its shareholders. Since the beginning of 2021,
the company has returned more than $100 million to its investors,
including special dividends of $1.50 per share in each of the past
four years.

In 2024, OTCM used $29.5 million in cash for dividends
and share repurchases ($26.6 million/$2.9 million), compared
with $29.9 million in 2023 ($26.5 million/$3.4 million). In addi-
tion to an annual dividend that has been increased to $0.72 ($0.18
quarterly), OTCM has paid a special dividend of $1.50 per share
annually since 2021, with the most recent paid in December 2024.
At current levels, the regular dividend represents an annualized
yield of about 1.3%. Including the special dividend, that figure is
approximately 4.1%.

For the year ended December 31, 2024, net cash generated
by operating activities was $32.9 million, compared with $33.0
million in the prior year. During the first half of 2025, OTCM
generated $10.4 million in cash from operations, compared with
$5.5 million in the prior year period.

Net cash used in investing activities was $2.2 million in 2024,
down from $5.2 million in 2023. Net cash used in financing activi-
ties in 2024 totaled $30.2 million, compared with $31.1 million in
2023, driven by dividends and share repurchases in both periods.

In March 2025, the board refreshed the company’s stock
repurchase program at up to 300,000 shares, which it has done
annually in recent years. In 1H25, OTCM repurchased 55,522
shares at a total cost of $2.9 million, all in 1Q.

MANAGEMENT

R. Cromwell Coulson serves as the chief executive officer and
president and is a director of OTC Markets Group. Mr. Coulson
initially led a group of investors acquiring OTC Markets Group’s
predecessor business, the National Quotation Bureau, in 1997 and
led its transformation into a technology-driven, open, transparent,
and connected marketplace platform. Previously, he had served as
an institutional trader and portfolio manager specializing in dis-
tressed and value-oriented investments at OTC market maker Carr
Securities Corp. Mr. Coulson served as chairman of FINRA’s Mar-
ket Regulation Committee that advises on rulemaking and trading
issues. Mr. Coulson holds around 27% of OTCM’s voting power.
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Antonia Georgieva has served as chief financial officer at
OTC Markets Group since 2021. She has M&A and capital markets
experience in both fintech and financial services. Most recently,
Ms. Georgieva served as a partner at Drake Star Partners covering
the fintech industry and previously served as a managing director
at BMO Capital Markets’ Technology and Business Services and
Financial Institutions Groups. She holds a bachelor’s degree in
finance from the University of National and World Economy in
Bulgaria and an MBA from the Wharton School at the University
of Pennsylvania.

Dan Zinn has served as general counsel and corporate sec-
retary of OTC Markets Group since 2010 and is its chief of staff.
He leads the company’s regulatory and policymaking efforts. Mr.
Zinn had previously served as outside counsel to OTC Markets
Group as a partner at The Nelson Law Firm LLC and worked in
the corporate office of American International Group Inc. He is a
member of the New York State and American Bar Associations.
Mr. Zinn received his JD from the Benjamin N. Cardozo School of
Law and his Bachelor of Science degree from Pennsylvania State
University.

OTC Markets’ board of directors consists of six members,
including five independent directors. We view favorably the com-
pany’s revision of its compensation levels to reflect challenging
market conditions when they have arisen, most recently in 2023.
As such, we hold a positive view of the company’s corporate
governance.

RISKS

OTC Markets operates in a highly competitive industry, as many
companies opt to list their equities on national exchanges, such
as the New York Stock Exchange (which also operates the NYSE
American exchange, which typically lists smaller companies)
and Nasdaq. We also see the number of companies participating
in either the OTCQX or OTCQB markets remaining variable due
to trends related to IPOs, graduation to national exchanges, and
companies remaining compliant with ongoing rules and standards.
OTCM’s OTC Link ECN offering faces competition for execu-
tion of transactions in OTC securities from companies including
Global OTC, which operates as a subsidiary of the New York
Stock Exchange.

Although much of OTC Markets’ revenue base is fixed and
subscription based, economic conditions such as higher inflation
and rising interest rates or geopolitical instability can contribute to
declines in financial markets and lower trading volumes in equity
markets, which can result in greater revenue variability for OTC
Markets.
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OTC Markets Group currently has approximately 12 million
shares outstanding. While a low share count provides significant
leverage for EPS growth, modest expenses can have a significant
impact on reported results, resulting in less favorable comparisons
across periods.

We note that OTC Markets Group does not file its financial
statements with the SEC but rather through its own platform. Lastly,
OTC Markets’ stock is thinly traded and more illiquid compared
with many peer exchange companies, which can increase its vol-
atility. The stock is approximately 10% owned by institutions. In
contrast, the float of Intercontinental Exchange Inc. (ICE), which
owns the New York Stock Exchange, and Nasdaq Inc. (NDAQ)
are both 93% held by institutional investors.

VALUATION

With a recent stock price around $54 per share and a market cap-
italization around $650 million, OTC Markets is trading around
22-times our 2025 earnings estimate of $2.46 and below the level
of a basket of global financial and exchange data companies that
are trading at a forward multiple above 30-times. We note that
the average forward multiple for ICE, NDAQ, and London Stock
Exchange Group plc using 2025 consensus adjusted EPS estimates
is currently around 26-times.

While we continue to see OTCQX/OTCQB member com-
panies navigating a challenging financing environment, we are
encouraged by recent firming trends in OTCQX/OTCQB mem-
bership, as well as an increase in average daily transactions over
OTCM’s platform amid market volatility. We remain encouraged
by the introduction of new products and services, both organically
and through acquisition, that can support incremental revenue
growth across the organization’s three operating units.

In addition, we view positively the company’s robust free
cash flow, strong balance sheet and history of returning capital to its
shareholders, supported by a high proportion of subscription-based
revenues to provide a solid floor to its operations and limit revenue
volatility. That said, we expect OTCM to continue to trade at a dis-
count to its peer average given the near-term revenue growth profile.

Thus, we apply a multiple of 24.5-times to our 2025 EPS
estimate of $2.46, a discount to the broad peer average and to the
above-cited exchange peers, given the more modest recent reve-
nue growth trajectory. However, we are encouraged by OTCM’s
introduction of new value-added services to its product mix and its
focus on reaccelerating growth. We arrive at a fair value estimate
for OTCM shares of $60 per share, representing around 10% upside
from current levels. The 4.1% implied dividend yield, including
special dividends, adds to the total return potential.

Steve Silver,
Argus Research Analyst
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Growth Analysis ($MIL) 2021 2022 2023 2024 Q12025 Q22025 Q3 2025E Q4 2025E 2025E Q1 2026E Q2 2026E Q3 2026E Q4 2026E  2026E
Gross Revenue 102.9 105.1 109.9 1111 30.4 30.5 30.7 30.8 122.4 31.0 31.3 31.6 32.1 126.0
Net Revenues 99.9 102.0 106.7 107.9 118.4 122.0
Operating Expenses 50.8 59.0 68.6 69.0 73.8 75.0
R&D NA NA NA NA NA NA
Operating Income 38.0 37.2 32.6 32.2 35.4 37.8
Interest Expense 0.0 0.0 0.0 0.0 0.0 0.0
Pretax Income 38.0 37.4 33.5 33.1 36.2 38.7
Tax Rate (%) 20 17 18 18 18 18
Net income 30.5 31.3 27.7 27.4 29.7 31.7
Diluted Shares 11.8 11.9 11.9 12.0 12.0 12.0
EPS 2.52 2.53 2.28 2.26 0.50 0.60 0.67 0.69 2.46 0.53 0.65 0.71 0.75 2.64
Dividend 0.66 0.72 0.72 0.72 0.72 NA
Growth Rates (%)

Revenue 45 2 5 1 10 3
Operating Income 177 NM NM NM 10 3
Net Income 167 3 NM NM 8 7
EPS 165 0 NM NM 9 7
Valuation Analysis

Price ($): High 61.00 66.94 64.99 60.2 NA NA
Price (§):Low 32.75 52.30 49.50 45.0 NA NA
PE: High 39.9 26.6 25.7 26.4 NA NA
PE: Low 21.4 20.8 19.6 19.7 NA NA
PS: High 10.1 ot 7.4 6.6 NA NA
PS: Low 5.4 6.0 5.6 4.9 NA NA
Yield: High 2.0 1.4 18 1.6 NA NA
Yield: Low 1.1 1.1 1.1 1.2 NA NA
Financial & Risk Analysis ($MIL)

Cash/Equivalents 50.4 37.4 37.7 39.0 NA NA
Working Capital 18.2 25 3.0 5.9 NA NA
Current Ratio 1.4 1.1 1.1 1.1 NA NA
LTDebt/Equity (%) NA NA NA NA NA NA
Total Debt/Equity (%) NA NA NA NA NA NA
Ratio Analysis

Net Revenue Margin 97% 97% 97% 97% 97% 97%
Operating Margin 38.0% 36.1% 30.6% 29.8% 29.9% 31.0%
Net Margin 30% 30% 25% 25% 24% 25%
Return on Assets (%) 32.3 26.8 227 222 NA NA
Return on Equity (%) 137.0 112.5 89.2 80.5 NA NA
Op Inc/Int Exp NA NA NA NA NA NA
Div Payout 26% 28% 32% 32% NA NA
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DISCLAIMER

Argus Research Co. has received a flat fee from the company discussed in this report as part of a “Sponsored Research” agreement
between Argus and the company. No part of Argus Research’s compensation is directly or indirectly related to the content of this
assessment or to other opinions expressed in this report. Argus Research provides a suite of Sponsored Research services including
but not limited to initial reports with ongoing coverage and updates; proprietary Argus Research earnings estimates; distribution to
Argus Research’s clients; a license to enable the company to proactively use and distribute the report ; a press release announcing
our initial coverage and updates; and access to the Vickers Research database. The price for this suite of services generally ranges
from $22,000 to $35,000 depending on the level of services selected. Argus Research receives no part of its compensation in the
form of stock or other securities issued by the company discussed in this report, and has no long equity position or short sale posi-
tion in the company’s stock. Argus Research is not involved in underwriting securities for the subject company, and will receive no
proceeds or other financial benefit from any securities offering by the company. Argus Research; its officers, directors, and affiliates;
and the author of this report have no financial interest in, or affiliation with, the subject firm. The report is disseminated primarily
in electronic form and is made available at approximately the same time to all eligible recipients.

Argus Research Co. (ARC) is an independent investment research provider whose parent company, Argus Investors’ Counsel, Inc. (AIC),
is registered with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group,
Inc. Neither The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a registered broker
dealer and does not have investment banking operations. The Argus trademark, service mark and logo are the intellectual property of The
Argus Research Group, Inc. The information contained in this research report is produced and copyrighted by Argus Research Co., and any
unauthorized use, duplication, redistribution or disclosure is prohibited by law and can result in prosecution. The content of this report may
be derived from Argus research reports, notes, or analyses. The opinions and information contained herein have been obtained or derived
from sources believed to be reliable, but Argus makes no representation as to their timeliness, accuracy or completeness or for their fitness
for any particular purpose. In addition, this content is not prepared subject to Canadian disclosure requirements. This report is not an offer
to sell or a solicitation of an offer to buy any security. The information and material presented in this report are for general information only
and do not specifically address individual investment objectives, financial situations or the particular needs of any specific person who may
receive this report. Investing in any security or investment strategies discussed may not be suitable for you and it is recommended that you
consult an independent investment advisor. Nothing in this report constitutes individual investment, legal or tax advice. Argus may issue
or may have issued other reports that are inconsistent with or may reach different conclusions than those represented in this report, and all
opinions are reflective of judgments made on the original date of publication. Argus is under no obligation to ensure that other reports are
brought to the attention of any recipient of this report. Argus shall accept no liability for any loss arising from the use of this report, nor
shall Argus treat all recipients of this report as customers simply by virtue of their receipt of this material. Investments involve risk and
an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance.
Argus has provided independent research since 1934. Argus officers, employees, agents and/or affiliates may have positions in stocks
discussed in this report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of covered companies, or
may own more than one percent of a covered company’s stock. Argus Investors’ Counsel (AIC), a portfolio management business based
in New York, NY, is a customer of Argus Research Co. (ARC), also based in New York. Argus Investors” Counsel pays Argus Research
Co. for research used in the management of the AIC core equity strategy and model portfolio and UIT products, and has the same access
to Argus Research Co. reports as other customers. However, clients and prospective clients should note that Argus Investors’ Counsel and
Argus Research Co., as units of The Argus Research Group, have certain employees in common, including those with both research and
portfolio management responsibilities, and that Argus Research Co. employees participate in the management and marketing of the AIC
core equity strategy and UIT and model portfolio products. Recipients of the Research reports in Singapore should contact the Intermediary
of the Research Reports in respect to any matters arising from, or in connection with, the analysis of the report. Where the recipient is not
an accredited, expert or institutional investor as defined by the Securities and Futures Act, the Intermediary accepts legal responsibility
for the contents of Research Reports in respect of such recipient in accordance with applicable law. When reports are distributed by
Intermediaries in Singapore, the Intermediary, and not Argus Research, is solely responsible for ensuring that the recipients of the Research
Reports understand the information contained in the Research Reports and that such information is suitable based on the customer's profile
and investment objectives. Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession
of this document should inform themselves about possible legal restrictions and observe them accordingly. This content is not prepared
subject to Canadian disclosure requirements.
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